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INDEPENDENT AUDITORS' REPORT

Board of Directors
Grand County Water Conservancy District
Moab, Utah 84532

: We have audited the accompanying financial statements of the governmental activities of Grand
County Water Conservancy District, as of and for the year ended December 31, 2005, which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of Grand County Water Conservancy District's management. Our
responsibility is to express an opinion on these basic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan and

. perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
the significant estimates made by management, as well as evaluating the overall financial statement

~ presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities of Grand County Water Conservancy District, as
- of December 31, 2005, and the respective changes in financial position for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

The Management’s Discussion and Analysis, as listed in the financial section of the table of
contents, is not a required part of the basic financial statements but is supplementary information required by
" the Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation of
 the required supplementary information. However, we did not audit the information and express no opinion
on it.




~ Price, Utah

In accordance with Governmental Auditing Standards, we have also issued a report dated May 12,
2006 on our consideration of Grand County Water Conservancy District's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. Supplemental schedules listed in the table of
contents are presented for purposes of additional analysis and are not a required part of the basic financial
statements of Grand County Water Conservancy District. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
presented in all material respects in relation to the basic financial statements taken as a whole.

SMUIN, RICH & MARSING

%,/4’/?%/%

May 12, 2006



GRAND COUNTY WATER CONSERVANCY DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2005

Our discussion and analysis of the Grand County Water Conservancy District’s financial

- performance provides an overview of the District’s financial activities for the year ending

December 31, 2005. The report is in conjunction with the District’s financial statements, which
are a part of this report.

" The purpose of the District is to provide water, both culinary and irrigation, to its customers. The
‘revenues and the expenses for this water service are managed by Grand Water & Sewer

Service Agency (GW&SSA). GW&SSA was put in place January 1, 1999 as an inter-local
agency to manage the administration, maintenance and operation of our three Districts. The
other two districts are: Grand County Special Service Water District and Spanish Valley Water
& Sewer Improvement District. : '
FINANCIAL HIGHLIGHTS
« -Capital assets decreased $51,944 during 2005.
o _ D‘uring the year, the District retired $108,921 of bond debt.

< The District's net assets increased $56,086 as a result of this year's operations. This is
a 3.9 percent increase in net assets as compared to the prior year.

< During the year, the District received an operating transfer from Grand Water & Sewer
. Service Agency (GW&SSA) for 2005 bond payments. :

USING THIS ANNUAL REPORT

| This annual report consists of a series of financial statements. The Statement of Net Assets

and the Statement of Activities (on pages 12 and13) provide information about the activities of

“the District as a whole and present a longer-term view of the District’s finances. Fund Financial
- Statements start on page 14. These statements tell how these services were financed in the

short term as well as what remains for future spending.



- REPORTING THE DISTRICT AS A WHOLE

The District realizes revenue from three main sources; property taxes, operating transfer from
GWA&SSA, and interest earnings. These funds are used to pay the principal and interest on

" their outstanding debt and for operating and maintaining the Mili Creek Project through
GWA&SSA.

The analysis of the District as a whole begins on page 12. The Statement of Net Assets and the
Statement of Activities report information about the District as a whole and about its activities in
a way that helps determine the District’s financial picture as a result of this year's activities.

These two statements report the District's net assets and changes in them. Net assets equal
the difference between assets and liabilities. This is one way to measure the District’s financial

~ position. Increases or decreases in the District’'s net assets are an indicator of the financial

position of the District. Other non-financial factors, such as changes in the District's property tax
base and the condition of the District's Mill Creek Project, need to be considered to assess the
health of the District. ' -

REPORTING THE DISTRICT’S MOST SIGNIFICANT FUND

Al of the District's services are reported in one governmental fund. Reporting focuses on how

money fiows into and out of this fund and the balance left at year-end that is available for
spending. The fund is reported using an accounting method called modified accrual accounting,
which measures cash and all other financial assets that can readily be converted to cash. The

~ governmental fund statements provide a detailed short-term view of the District's general

government operations and the basic services it provides. Governmental fund information helps

- determine financial resources available to be spent in the future to finance the District's

programs. The District has one fund, the General Fund.

" Most of the District's funding is provided through property taxes and an operating transfer from

Grand Water & Sewer Service Agency (GW&SSA). The District Board determined several

- years ago that since most of the revenue is generated in property taxes, the proper fund
~classification for the District was governmental funds rather than proprietary funds, according to
- accounting standards.

THE DISTRICT AS A TRUSTEE

| The District does not hold any funds or property in a trustee capacity.
n THE DISTRICT AS A WHOLE

R Th‘e net assets of the District were increased by $56,086. The following analysis focuses on the
- net assets (table 1) and changes in net assets (table 2 & 3) of the District’s governmental

activities.

‘Net assets of the District are $1,493,754. The Unrestricted Net Assets- the part of the net

assets that can be used to finance day-to-day operations without constraints established by
debt covenants, enabling legisiation, or other legal requirements is $41,151.

| The District’s increase of $56,086 in net assets indicates that the District is in a better financial
- - position than the previous year.



THE DISTRICT AS A WHOLE (Continued)

Assets: -

Current/noncurrent assets
Capital assets, net

Total assets

Liabilities:

Long-terrﬁ debt outstanding
Total liabilities
Net assets:

Investment in capital
assets, net of debt

Restricted for:
Debt service
Unrestricted

Total net assets

Table 1
Net Assets
2004-2005

2002 2003 2004 2005 Net Changes
$ 175387 $ 470073 $ 378195 $ 379265 $ 1,070
2,149,108 4,265,813 3,245,951 3,194,007 (51,944)
$ 2324495 $ 4735886 $ 3624146 $ 3573272 $ (50,874)
$ 1350628 $ 3,790,938 $ 2186478 $ 2079518 $ (106,960)
$ 1350628 $ 3790938 $ 2,186,478 $ 2079518 § (106,960)
$ 798480 $ 474875 $ 1142122 $ 1,192546 $ 50,424
57,250 228,166 179,627 260,057 80,430
118,137 241,907 115,919 41,151 (74,768)
$ 973867 $ 944948 $ 1437668 $ 1493754 §$ 56,086



CHANGES IN REVENUES

The District receives revenue from three sources: an operating transfer from GWA&SSA,
property taxes and interest eamings. Total revenues decreased $465,466 or 73.43 percent
from the prior year due to the 2004 land sale.

Table 2
Changes in Revenues
2004-2005
Revenues 2002 2003 2004 2005 %
Change
Property taxes $ 87591 $ 89,026 $ 89766 $ 86,253 -3.91%
Interest income 3,781 5,622 9543 7,147 -25.11%
Gain on sale of land 457,057 -100.00%
Operating Transfer from Agency 77,500 75,000 -3.23%
Total Revenues $ 91372 $ 94648 §$ 633866 $ 168,400 -73.43%
700000
600000 ‘
500000 B Property Taxes
O Interest Income
W Agency Trans
M Gain on Land Sale
B Total Revenue

CHANGES IN EXPENSES AND NET ASSETS

The District expenses inciude: Office expense, professional fees, debt interest payments, debt
issuance cost amortization and depreciation. Total expenses decreased $24,893 or 18.14
percent over the prior year.

Net assets increased $56,086 or 3.9 percent over the prior year, see table 3 on the next page.




STATEMENT OF EXPENSES & CHANGES IN NET ASSETS (Continued)

Expenses

Office Expense
Professional Fees
Interest on debt
Depreciation

Amort. of issuance costs
Transfers to GW&SSA

Total expenses
Net assets - beginning

Prior period adjustment
Net assets - ending

Change in net assets

Table 3
Changes in Expenses and Net Assets
2004-2005
2002 2003 2004 2005 % Change
$ 2 $ 30 50.00%
3,000 -100.00%
$ 26670 $ 66,560 79,082 55748 -29.51%
51,234 52,415 50,513 51,944 2.83%
4,592 4,592 4,592 0.00%
31,479
$ 109383 § 123567 $ 137,207 §$ 112,314 -18.14%
$ 991878 § 973867 $ 944948 $ 1,437,668 65.73%
(3,939) -100.00%
973,867 944,948 1,437,668 1,493,754 3.90%
$ 518!0112 $ (28,919) $ 492!720 $ 56!086 -878.51%
B Depreciation
M Office Expense
i Professional Fees
@ interest
O GW&SSA Trans
@ Amortization
 Total Expsnses




GOVERNMENTAL ACTIVITIES

Table 4 presents the District’s net cost (total cost less revenue generated by activity). The net
cost for all Governmental Activity was $112,314. As shown in the Statement of Activities, the
amount that our taxpayers financed for these activities through property taxes was $86,253.
This points out that the District relies heavily upon property taxes to finance its operations.

Table 4
Governmental Activities
Total Cost Program Net Cost
of Services Revenue of Services
2005 2005 2005
Primary government
Governmental activities:
General Government $ 56,566 $ 56,566
Interest on long-term debt 55,748 55,748
$ 112,314 $ $ 112,314

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the Board revised the District Budget once. A final budget revision
was made near the end of the year and was to prevent budget overruns and to reflect more
closely revenues and expenditures during the year.

~ Following these adjustments, the actual expenditures were under the final budgeted amounts by
- .$4,364. Actual resources available for appropriation (revenues) were $1,298 above the final

“budgeted amount and operating transfers were equal to the final budgeted amount. (See table
5 on the next page).




 GENERAL FUND BUDGETARY HIGHLIGHTS (Continued)

Table 5
Budget vs. Actual

Amended Actual vs
2005 12/9/2004 12/8/2005 Budget
Actual 2005 Budget 2005 Budget Variance
Revenues
Taxes $ 86253 $ 85802 $ 85802 $ (451)
Interest income 7,147 7,500 6,300 (847)
‘ $ 93400 $ 93,302 $ 92,102 § (1,298)
Expenses
Principal on debt % 108921 $ 109,000 $ - 110,000 $ 1,079
Interest on debt - 53,787 50,072 57,072 3,285
$ 162,708 $ 159,072 $ 167072 § 4,364
Other Financing

Sources (Uses)
Operating Transfers $ 75,000 $ 75,000 $ 75,000

$ 75000 $ 75000 $ 75000 §

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

During 2005, the District's capital assets decreased $51,944 due to infrastructure and
~ equipment depreciation.



CAPITAL ASSET AND DEBT ADMINISTRATION (Continued)

Capital Assets (continued)

Capital Assets at Year-end
(Net of Depreciation)
2002 2003 2004 2005

Lan.d $ 207,876 $ 1,274,854 $ 309,444 $ 309,444
Water stock and rights 175,967 1,178,533 1,178,633 1,178,533

. Land improvements 1,931 1,665 1,400 1,134
. Building/building improvements 15,861 15,056 14,252 13,449
Infrastructure 1,740,412 1,790,073 1,740,160 1,690,246
Equipment 7,062 5,632 2,162 1,201
Total $ 2,149,109 $ 4,265,813 $ 3,245,951 $ 3,194,007

- The District’s 2005 budget does not call for any spending for capital projects.

Debt

At the year-end, the District had $2,046,590, in general obligation bonds and notes outstanding,

 adecrease of $108,921, a decrease of 5.05 percent over the prior year.

Table 7
Outstanding Debt at Year-End

: 2004-2005
2002 2003 2004 2005 % Change
Bonds payable $ 1328485 $ 1297805 §$ 1,266512 $ 1,234,500 -2.52%
Notes payable 2,431,000 889,000 812,000 -8.66%
$ 1328485 $ 3,728805 $ 2155512 § 2,046,590 -5.05%

10
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ECONOMIC FACTORS AND NEXT YEARS BUDGET AND RATES

- The District relies heavily on property taxes. It is anticipated that property taxes will increase

slightly each year until 2018 when the District’s general obligation bond will be paid off. Also the
District receives operating revenues from the GW&SSA to aid in paying its revenue bond. The
District knows of no other conditions that will significantly change its financial condition in the

. future.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide citizens with a general overview of the District's
finances and to show accountability for the money it receives. If you have questions about this
report or need additional financial information, contact Terry Sykes, Manager/Operator, Dan

. Pyatt, Chairman, Jerry McNeely, Vice Chairman, Brian Backus, Trustee, Rex Tanner, Trustee,
" or Jim Walker, Trustee at P.O. Box 1046, Moab, Utah 84532.

11
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GRAND COUNTY WATER CONSERVANCY DISTRICT
STATEMENT OF NET ASSETS

DECEMBER 31, 2005

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash and cash equivalents
Receivables:
Taxes

Total current assets

Noncurrent assets:
Bond issuance costs
Capital assets, net of accumulated depreciation
Land
Water stock and rights
Improvement, other than buildings
Buildings
Equipment
Infrastructure

Total noncurrent assets
Total assets
LIABILITIES
Current liabilities:
Bond and loan interest payable
Current portion of long-term obligations

Total current liabilities

Noncurrent liabilities:
Noncurrent portion of long-term obligations

Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Debt service
Unrestricted

Total net assets

Total liabilities and net assets

"The accompanying notes are an integral part of this statement.
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EXHIBIT 1

GOVERNMENTAL
ACTIVITIES

$ 41,151
186,980

73,077

$ 301,208

$ 78,057

309,444
1,178,533
1,134
13,449
1,201
1,690,246

$ 3,272,064

$ 3,573,272

$ 32,928
111,558

$ 144,486
$ 1,935,032
$ 2,079,518
$ 1,192,546
260,057

41,151

$ 1,493,754
$ 3,573,272




EXHIBIT 2
GRAND COUNTY WATER CONSERVANCY DISTRICT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2005
Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets
Capital
Charges for Grants and Governmental
. Functions/Programs Expenses Services Contributions Activities
Priinary Government
 Governmental activities:
Highway and public improvements $ 56,566 $ (56,566)
Interest on long-term debt 55,748 (55,748)
Total governmental activities $ 112,314 $ v $ $ (112,314)

General Revenues:
Taxes: _ ‘
Property taxes, levied for general purposes
Property taxes, levied for debt service
Investment earnings
Operating transfer from other government

Total general revenues, special items,
and transfers

Change in net assets
Net assets - beginning

Net assets - ending

"The accompanying notes are an integral part of this statement."
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$ 22,918
63,335

7,147

75,000

$ 168,400
$ 56,086
1,437,668

$ 1,493,754




GRAND COUNTY WATER CONSERVANCY DISTRICT

GOVERNMENTAL FUNDS

ASSETS
Cash in banks
Investments - unrestricted
Investments - restricted
Property taxes receivable

Total assets

LIABILITIES AND FUND EQUITY

LIABILITIES:
Total liabilities
FUND EQUITY:

Fund balance-
Desi griated

Undesignated

_Total fund equity

Total liabilities and tund equity

"The accompanying notes are an integral part of this statement.”

BALANCE SHEET

DECEMBER 31, 2005

14

EXHIBIT 3
TOTALS
GOVERNMENTAL
FUND TYPES
GENERAL
$ 5,987

35,164

186,980

73,077

$ © 301,208
$

$ 260,057

41,151

$ 301,208

$ 301,208




GRAND COUNTY WATER CONSERVANCY DISTRICT

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS
DECEMBER 31, 2005

Total fund balances - governmental fund types:

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources and, therefore
are not reported in the funds.

Land

Water stock & rights

Land improvements
Buildings/building improvements
Equipment

Infrastructure

Bond issuance costs are reported as expenditures in the governmental funds.
The cost is $91,834 and the related amortization is $13,777.

Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the funds.

Bond interest payable

Note interest payable

G.O. bonds payable - current portion
Notes payable - current portion

G.O. bonds payable - > one year
Notes payable - > one year

~ Net assets of government activities

EXHIBIT 4
301,208
$ 309,444
1,178,533
1,134
13,449
1,201
1,690,246 3,194,007
78,057
$  (20,700)
(12,228)
(32,558)
(79,000)
(1,202,032)
(733,000) (2,079,518)
1,493,754

"The accompanying notes are an integral part of this statement.”
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EXHIBIT §

GRAND COUNTY WATER CONSERVANCY DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2005

REVENUES:
Taxes

Miscellaneous revenues
Total Revenues

EXPENDITURES:
Highways and public improvements
Debt service -
Principal
Interest and fees

Total expenditures

Excess of revenues over
(under) expenditures

OTHER FINANCING SOURCES (USES):
Operating transfers from other governments

Total other financing sources (uses)

Excess of revenues and
sources over (under)
expenditures and uses

FUND BALANCES, January 1

FUND BALANCES, December 31

TOTALS
GOVERNMENTAL
FUND TYPES
GENERAL
$ 86,253

7,147

$ 93,400
$ 30

108,921

53,787

$ 162,738
$ (69,338)
$ 75,000
$ 75,000
$ 5,662
295,546

$ 301,208

"The accompanying notes are an integral part of this statement."




GRAND COUNTY WATER CONSERVANCY DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR FISCAL YEAR ENDED DECEMBER 31, 2005

Amounts reported for governmental activities in the statement of activities are
different because:

Net changes in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets are allocated over their estimated

‘useful lives and reported as depreciation expense. This is the amount by which

capital outlays ($0) exceeded depreciation ($51,944) in the current period.

The issuance of long-term debt (e.g., bonds) provide current financial resources
to governmental funds, while the repayment of the principal of and interest of
long-term debt consumes the current financial resources of governmental funds.
In the Statement of Activities, principal payments on bonds are not recorded and
interest expense is recognized as it accrues, regardless of when it is due. Also,
governmental funds report the effect of issuances costs when debt is first issued,
whereas these amounts are deferred and amortized in the Statement of Activities.
The net effect of these differences in the treatment of general obligation bonds
and related items is as follows:

Repayment of bond principal $ 108,921
Interest expense - debt (1,961)
Amortization of bond issuance costs (4,592)

Change in net assets of governmental activities

"The accompanying notes are an integral part of this statement.”
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EXHIBIT 6

5,662

(51,944)

102,368

56,086




EXHIBIT 7
GRAND COUNTY WATER CONSERVANCY DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
GENERAL FUND
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2005
GENERAL
FINAL VARIANCE
ORIGINAL APPROPRIATED FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
REVENUES:
: Taxes $ . 85,802 s 85,802 $ 86,253 $ 451
Miscellaneous revenues 7,500 6,300 7,147 847
Total revenues $ 93,302 $ 92,102 $ 93,400 $ 1,298
EXPENDITURES:
" Highways and public improvements ' $ 30 $ 30
Debt service -
Principal $ 109,000 110,000 108,921 $ 1,079
Interest and fees 50,072 57,072 53,787 3,285
Total expenditures $ 159,072  § 167,102 $ 162,738  § 4,364
Excess of revenues over
(under) expenditures $ (65,770) $ (75,000) § (69,338) § 5,662
OTHER FINANCING SOURCES
(USES):.
Operating transfers from other governments $ 75,000 § 75,000 $ 75,000
Total other financing
sources (uses) $ 75,000 $ 75,000 $ 75,000 $
Excess of revenues and
sources over (under)
expenditures and uses $ 9,230 S 5,662 $ 5,662
FUND BALANCES, January | (9,230) 295,546 295,546
FUND BALANCES, December 31 $ $ $ 301,208 S 301,208

“The accompanying notes are an integral part of this statement.”
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GRAND COUNTY WATER CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES

The financial statements of Grand County Water Conservancy District has been prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP)
as applied to local governmental units. The Governmental Accounting Standards Board (GASB) is

the accepted standard-setting body for establishing governmental accounting and financial reporting

principles. The more significant accounting polices of the District are described below.

In June 1999, the Governmental Accounting Standards Board (GASB) unanimously
approved Statement No. 34, (as amended by GASB Statement No. 37) Basic Financial Statements-
and Management’s Discussion and Analysis-for State and Local Governments. Certain significant

~ changes in the Statement include the following:

D The financial statements include:

A Management’s Discussion and Analysis (MD&A) providing an analysis of the
District’s overall financial position and results of operation.

Financial statements prepared using full-accrual accounting for all the District’s
activities, including infrastructure assets (reservoirs, pipelines, etc.)

These and other changes are reflected in the accompanying financial statements (including

notes to financial statements).

A. Reporting Entity

Grand County Water Conservancy District (referred to as the District hereafter) was
organized under the State of Utah’s Statute for Water Conservancy Districts and is a political
subdivision of the State of Utah. The District is governed by a Board of Directors, appointed by the
Governor of Utah, from nominees provided by the joint efforts of the governing bodies of Grand and
San Juan County. The District includes areas located in Grand and San Juan Counties. The District
provides the following services: water project (referred to as the Mill Creek Dam Project) that is
used for the collection (reservoir) and distribution of water to residents and agriculture customers in
Spanish Valley. The State of Utah and a separate special district — Grand County Special Service
Water District — are also involved in the water project.

19



1. SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES (Continued)

The District is a legally separate entity that possesses the powers to set its own budget, incur
debt, to sue and be sued, and to own and lease property. The Counties exercise no significant
controlling powers over the District. As such, the District is not a component unit, as defined by the
Governmental Accounting Standards Board in statement number 14 "The Financial Reporting
Entity". Further, as defined in this statement, the District has no component units, which should be
included in the accompanying financial statements. The District is mentioned in the footnote

disclosures in the financial statements of Grand County as a related organization.

All financial activities over which the District has oversight responsibility are included in
this report. The basis for inclusion or exclusion of other entities in the District's financial statements
was based on the criteria set forth in the Governmental Accounting Standards Board (GASB)
pronouncements. The basic criteria for including an entity, a board, or an agency in this report is the
existence and exercise of oversight responsibility; consideration has been given to financial

interdependency, ability to designate management, ability to significantly influence operations, and

accountability for fiscal matters. According to the above criteria, no other entities have been
included in the Districts financial statements. '

B. Government-Wide Finahcial Statements

Generally accepted accounting principals (GAAP) require that state and local governments
provide a government-wide statement of net assets and a government-wide statement of activities.
These government-wide financial statements are required to be presented using the economic

‘resources measurement focus and the accrual basis of accounting, the same measurement focus and

basis of accounting employed by private-sector business enterprises and not-for-profit organizations.

The statement of activities demonstrates the degree to which the direct expense of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to customers
who purchase, use or directly benefit from goods, services, or privileges provided by a given
function and 2) grants and contributions that are restricted to meeting the operational or capital

‘requirements of a particular function.

The statement of net assets is the basic government-wide statement of position that presents
all of the District’s permanent accounts (assets, liabilities, and net assets).

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and

_expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.

Property taxes are recognized as revenues as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
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SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES (Continued)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (cont)

For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures are recorded
only when payment is due.

~ Property taxes and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period.

The District reports the following major governmental funds:

The general fund is the District’s only fund. It accounts for all financial resources
of the District.

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in the government wide financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accountmg Standards
Board.

When both restricted and unrestricted resources are available for use, it is the District’s
policy to first use restricted resources then unrestricted resources, as they are needed.

D. Budgetary Data

The District follows the budgetary practices and procedures required by State law. These
requirements are summarized as follows:

1. A formal budget is adopted by the District.
The budget is a complete financial plan that identifies all estimated revenues and all
appropriations for expenditures for the year. The budget must balance - that is, estimated
revenues and expenses must equal.

3. On or before November 1, the District Manager prepares a tentative budget and files it with the
Board of Directors.

4. The tentative budget is a public record and is available for public inspection for at least ten days

prior to public hearings held to consider adoption of the budget.

5. Notice of the scheduled public hearings is published at least seven days prior to the meetings.

6. Public hearings are held on the tentatively adopted budget. Members of the public may
comment on the budget and recommend changes to the Board of Directors.

7. The Board of Directors considers the comments made by the public and makes final adjustments
to the budget.

8. By December 15, the Board of Directors adopts the budget resolution. A copy of the budget is

certified by the County Auditor and is filed with the State Auditor within thirty days of
adoption. A certified copy of the budget is available for public inspection.
9. The budget may be amended to reflect changes in circumstances, which occur during the year.
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SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES (Continued)

.E. Deposits and Investments

The District’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from the date of
acquisition, including investment in the Public Treasurers’ Investment Fund (PTIF).

F. Capital Assets

Capital assets, which include land, water stock, buildings and improvements, furniture and
equipment, and infrastructure assets (e.g., tunnels, drainage systems, water and sewer systems, and
dams), are reported in the applicable governmental columns in the government-wide financial

statements. The District defines Capital Assets as assets with an individual cost of $3,000 and an

estimated useful life in excess of one year. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the assets or
materially extend assets lives are not capitalized.

_ Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during construction is not capitalized.

Buildings, improvements, furniture and equipment and infrastructure assets of the District

are depreciated using the straight-line method over the following estimated lives:

Assets Years
Buildings 10-50
Improvements 10-40
Office furniture & equipment 3-20
Machinery and equipment ' 5-10
Automotive equipment 5-20
Infrastructure assets 15-100

G. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the applicable governmental activities, statement of net
assets.

H. Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use for
a specific purpose. Designations of fund balance represent tentative management plans that are
subject to change.
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DEPOSITS AND INVESTMENTS

The District follows the requirements of the Utah Money Management Act (Utah Code,
Section 51, Chapter 7) in handling its depository and investment transactions. The Act requires the
depositing of District funds in a qualified depository. The Act defines a qualified depository as any
financial institution whose deposits are insured by an agency of the Federal Government and which
has been certified by the State Commissioner of Financial Institutions as meeting the requirements

" of the Act and adhering to the rules of the Utah Money Management Council.

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits
may not be returned to it. The District does not have a formal deposit policy for custodial credit risk.
At December 31, 2005, the District’s bank balance of cash on deposit was $5,987 of this amount
$5,987 was insured.

"Investments

The Money Management Act defines the types of securities authorized as appropriate
investments for the District and the conditions for making investment transactions. Investment
transactions may be conducted only through qualified depositories, certified dealers, or directly with
issuers of the investment securities. '

Statutes authorize the District to invest in negotiable or nonnegotiable deposits of qualified
depositories and permitted negotiable depositories; repurchase and reverse repurchase agreements;
commercial paper that is classified as “first tier” by two nationally recognized statistical rating
organizations, one of which must be Moody’s Investors Services or Standard & Poor’s; bankers’
acceptances; obligations of the United States Treasury including bills, notes, and bonds; bonds,

_notes, and other evidence of indebtedness of political subdivisions of the State; fixed rate corporate

obligations and variable rate securities rated “A” or higher, or the equivalent of “A” or higher, by

. two nationally recognized statistical rating organizations; shares or certificates in a money market
" mutual fund as defined in the Act; and the Utah State Public Treasurer’s Investment Fund.

" The Utah State Treasurer’s Office operates the Public Treasurer’s Investment Fund (PTIF).

"The PTIF is available for investment of funds administered by any Utah public treasurer. The PTIF
is not registered with the SEC as an investment company. The PTIF is authorized and regulated by

the Money Management Act, Section 51-7, and Utah Code Annotated, 1953, as amended. The Act
established the Money Management Council, which oversees the activities of the State Treasurer
and the PTIF and details the types of authorized investments. Deposits in the PTIF are not insured or
otherwise guaranteed by the State of Utah, and participants share proportionally in any realized

- gains or losses on investments.

The PTIF operates and reports to participants on an amortized cost basis. The income, gains,
and losses — net of administration fees, of the PTIF are allocated based upon the participant’s
average daily balance. The fair value of the PTIF investment pool is approximately equal to the

- value of the pool shares.
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'DEPOSITS AND INVESTMENTS (Continued)

As of December 31, 20035, the District had the following investment5 and maturities:

Investment Maturities (in Years)

Fair Less ) More
Investment Type Value Than 1 1-5 6-10 than 10
State of Utah Public Treasurer's ‘
Investment Fund $ 222,144 $ 222,144
Total Investments $ 222,144 $ 222,144 $ . $ .. $

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. The District manages this risk in part by investing in the Utah Public Treasurers
Investment Fund. The District also manages its exposure to fair value loss arising from increasing

" interest rates is to comply with the State’s Money Management Act. Section 51-7-11 of the Act
requires that the remaining term to maturity of investments may not exceed the period of availability
of the funds to be invested. The Act further limits the remaining term to maturity on all investments
in commercial paper, bankers’ acceptance, fixed rate negotiable deposits, and fixed rate corporate
obligations to 270-365 days or less. In addition, variable rate negotiable deposits and variable rate

_securities may not have a remaining term to final maturity exceeding 2 years.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The District has not adopted a formal policy with regards to credit risk on investments
 but the District informally follows the policy for reducing its exposure to credit risk is to comply
with the State’s Money Management Act as previously discussed.

At December 31, 2005, the District had the following investments and quality ratings:

Fair Quality Ratings
Investment Type Value AAA AA A - Unrated
State of Utah Public ‘
Treasurgr's Investment Fund $ 222,144 $ 222,144
Total $ 222,144 § $ $ $ 222,144
—————— ——F——— ] 1 e —
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- DEPOSITS AND INVESTMENTS (Continued)

. Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s
investment in a single issuer. The District informal policy for reducing this risk of loss is to comply
with the Rules of the Money Management Council. No more than 5% of all funds may be invested
in securities of a corporation that has been in continuous operation for less than three years. No
more than 5% of the outstanding voting securities of any one corporation may be held. In addition,
Rule 2 limits investment concentrations in certain types of investments. Rule 17 of the Money
Management Council limits investments in a single issuer of commercial paper and corporate
obligations to 5-10% depending upon the total dollar amount held in the portfolio.

Custodial Credit Risk
For an investment, custodial credit risk is the risk that, in the event of the failure of the

counterparty, the District will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The District does not have a formal policy

 for custodial credit risk. As of December 31, 2005, the District had $222,144 invested in the Public

Treasurer’s Investment Fund and was held by them.
RESTRICTED CASH

_ In connection with bond agreements, the District has agreed to set aside money into a
sinking fund account. These funds are to assure that adequate money is available to service debt
payments as they come due. The amount set aside in the sinking fund is equal to the amount of the
principal and interest on the payment for the current year. In the current year, the District has set

~ aside $92,522 in the bond sinking fund account and $92,522 in a Zions First National Bank Trust

account, which invests in the State Public Treasurer’s Investment pool.
PROPERTY TAXES

The property tax revenue of the District is collected and distributed by the Grand, Emery
and San Juan County Treasurers, as agents of the District. Utah statutes establish the process by
which taxes are levied and collected. The county assessor is required to assess real property as of
January 1 and complete the tax rolls by May 15. By July 21, the county auditor is to mail assessed

. value and tax notices to property owners. A taxpayer may then petition the County Board of

Equalization between August 1 and August 15 for a revision of the assessed value. The county
auditor makes approved changes in assessments rolls to the county treasurer. Tax notices are mailed
with a due date of November 30. Delinquent taxes are subject to a 2% penalty, with a $10 minimum
penalty. If delinquent taxes and penalties are not paid by January 15 of the following year, these
delinquent taxes, including penalties, are subject to an interest charge at an annual rate equal to the
federal discount rate plus 6%; the interest period is from January 1 until date paid.

As of December 31, 2005, property taxes receivable consists of 1) delinquent taxes assessed

- but uncollected for calendar year 2004 and earlier and 2) taxes assessed as of January 1, 2005, but
are not due and payable until November 30, 2005. It is expected that all delinquencies plus accrued

interest and penalties will be collected within a five-year period, during which time, the county

"~ treasurer may force the sale of property to collect the delinquent portion. Only the portion of

property taxes receivable that meets the revenue recognition criteria is reported as revenue in the
fund financial statements.
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CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2005 was as follows:

26

Beginning Ending
Balance Increases Decreases Balance
Governmental activities:
. Capital assets not
being depreciated: .
Land $ 309,444 $ 309,444
Water stock and rights 1,178,533 1,178,533
Total capital: assets
not being depreciated: $ 1,487,977 $ cen $ $ 1,487,977
Capital assets being
depreciated:
Land improvements $ 3,438 $ 3,438
- Buildings 29,231 29,231
Machinery and equipment 13,756 13,756
- Infrastructure 2,819,875 2,819,875
Total capital assets
being depreciated: $ 2866300 § . $ $ 2,866,300
Less accumulated
depreciation for:
Land improvements $ 2,039 § 265 $ 2,304
Buildings 14,978 804 15,782
Machinery and equipment 11,594 961 - 12,5585
Infrastructuré 1,079,715 49,914 1,129,629
Total accumulated
depreciation $ 1,108,326 $ 51,944 $ $ 1,160,270
Total capital assets being
depreciation, net $ 1,757,974 $ (519449 § $ 1,706,030
~ Governmental activities
capital assets, net $ 3,245,951 $ (51,944) $ $ 3,194,007
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'WATER STOCK AND RIGHTS

Water Stock and Rights includes acquisition costs of various water rights and acquisition

costs of shares of stock in Moab Irrigation Company, a local water management company. The
" District owns various water rights, including underground water rights, Colorado River water rights
~ and Mill Creek water rights. The fair market value of these rights is not accurately determinable.
.- The majority of these rights have been assigned to the State of Utah.

A private citizen contributed to the District a right to 30 acre-feet of water, effective

'December 1987. The right was valued at $2,000 per acre/foot, for a total contribution of $60,000.

The same private citizen made a second contribution in December 1988 of 12 acre-feet valued ata
total of $26,000. The values are estimates made by the District.

In 2003, the District purchased approximately 431 acre/feet of municipal water rights. The

. estimated market value at time of purchase was $1,002,566.

IMPROVEMENTS OTHER THAN BUILDINGS

Grand County Water Conservancy District is involved in the water project referred to as the

“Mill Creek Dam Project. This project constructed a collection system; a reservoir and distribution

system to store and provide water to residents and agriculture customers in Spanish Valley. The
State of Utah and a separate special district--Grand County Special Service Water District--are also

_involved in the project.

All construction activities were accounted for through the financial records of the Grand
County Special Service Water District. However, upon completion of the major portion of the
project, Grand County Water Conservancy District purchased from the State of Utah the State's
equity in the project ($1,938,999 at that time) using a long-term repayment plan over a thirty-three
year period. An amount equaling the purchase price was transferred to Grand County Water
Conservancy District as an asset referred to as the Mill Creek Dam Project, with an offsetting
amount set up as a long-term liability. The indebtedness is general obligation debt.

The State of Utah will retain legal title to all water rights assigned to the State by the
District pursuant to the contracts, and to all facilities obtained by project funds until Grand County
Water Conservancy District has paid the full purchase price and Grand County Special Service

_ Water District has retired its full bond issue. Grand County Water Conservancy District retains full

management and operation power and responsibilities.

" LONG-TERM DEBT

The District has a bond payable due to the State of Utah on the District's portion of the Mill
Creek Dam Project. The prepayment schedule was renegotiated in 1989, resulting in extending the
payments through the year 2018 and significantly changing the repayment timing. The total interest
to be paid over the life of the contract (2.00% per annum) changed $222. The note is general
obligation debt. :
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8.

LONG-TERM DEBT (Continued)

The long-term debt will mature according to the following schedule:

Due Date Principal Interest Total

2006 $ 32,558 % 24692  § 57,250

2007 33,208 24,042 - 57,250
2008 33,872 23,378 57,250
2009 34,549 22,701 57,250
2010 | 35,240 22,010 57,250
2011 -2015 574,838 92,262 667,100
2016 -2018 490,325 17,622 ' 507,947
$ 1,234,590  § 226,707  $ 1,461,297

~ During 2003, the District borrowed $2,030,000 from Zions First National Bank. The note
(identified as Certificate of Participation Series 2003A) carries an interest rate ranging from 2.0% to
4,0% per annum with interest payable commencing February 1*, 2004 and on each February 1 and
August 1%, thereafter until maturity. Principal payments on this bond issue began on August 1%,
2004 and will continue through August 1%, 2015.

The note will mature according to the following schedule:

Date Principal
Principal Principal Interest and

Due Due Charges Interest
February 1, 2006 $ 13363  § 13,363
August 1, 2006 $ 79,000 13,363 92,363
February 1, 2007 ' 12,395 12,395
August 1, 2007 81,000 12,395 93,395
February 1, 2008 11,281 11,281
August 1,2008 83,000 11,281 94,281
February 1, 2009 10,036 10,036
August 1, 2009 86,000 10,036 96,036
February 1, 2010 8,660 8,660
August 1,2010 88,000 8,660 96,660
2011-2015 395,000 36,002 431,002
$ 812,000 $ 147472  § 959,472
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10.
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LONG-TERM DEBT (Continued)

Listed below is the change in long-term debt during the year ended December 31, 2005.

Balance Debt New Balance Amt due
12-31-04 Retired Issues 12-31-05 in one year
Governmental
Activities:
Bonds payable
DWR $ 1,266,511 § (31,921) $ 1,234,590 §$§ 32,558
Series 2003A Note 889,000 (77,000) 812,000 79,000
$2,155511 $§ (108921) $ - $2,046,590 $ 111,558
PENSION

Grand County Water Conservancy District does not participate in a retirement program.

PAYROLL EXPENSE

Grand County Water Conservancy District did not have any payroll expense during the year

" ended December 31, 2005.

CONTINGENT OBLIGATIONS

Management, the Board of Directors and legal counsel for Grand County Water
Conservancy District are aware of no litigation involving the District, either in progress or pending,
which would materially affect the financial statements as of December 31, 2005, nor of any material
contingencies not otherwise disclosed in the Notes to Financial Statements contained herein.

RESERVED FUND BALANCE

The designated fund balance, as shown on the balance sheet, has been set-aside for

" retirement of the District’s bond payable.
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13. BUDGET CHANGES

: FINAL
ORIGINAL BUDGET
FUND BUDGET 12/08/05
General $ 168,302 $ 167,102

14. BUDGETARY COMPLIANCE

There were no unfavorable budget variances for the year ended December 31, 2005.
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SCHEDULE 1

" GRAND COUNTY WATER CONSERVANCY DISTRICT
SCHEDULE OF INDEBTEDNESS
FOR THE YEAR ENDED DECEMBER 31, 2005

TOTAL
DEBT
YEAR PRINCIPAL INTEREST SERVICE

2006 $ 111,558 $ 51,418 $ 162,976
2007 114,208 48,832 163,040
2008 116,872 45,940 162,812
2009 120,549 42,773 163,322
2010 123,240 39,330 162,570
2011 126,945 35,589 162,534
2012 113,664 31,504 145,168
2013 268,987 27,473 296,460
2014 - 275,387 20,113 295,500
2015 184,855 13,585 198,440
2016 195,392 9,808 205,200
2017 199,300 5,900 205,200
2018 95,633 1,914 97,547
$ 2,046,590 $ 374,179 $ 2,420,769
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Governmental Revenues:
Taxes
Interest income

Total governmental revenues

Operating Revenues: (allocated to Districts)

 Water fees

Sewer fees
Impact fees
Other fees
Trrigation fees

Total operating revenues
“Total all revenues
Governmental expenditures:
Highways and public improvements
Debt service-
Principal

Interest and fees

Total governmental expenditures

Operating Expenses: (allocated to Districts)

Administrative costs allocation
(net of interest income - $35,444)

Water commissioner

Sewer treatment

Water assessments and purchases

Repairs and maintenance

Bad debts

Billing expense

Rent

Total operating expenses

" Total all expenditures/expenses

SCHEDULE 2
GRAND COUNTY WATER CONSERVANCY DISTRICT
STATEMENT OF REVENUES, EXPENDITURES/EXPENSES AND
ADMINISTRATION COSTS - ALLOCATED FOR ALL DISTRICTS
RECORDED IN THE GRAND WATER AND SEWER SERVICE AGENCY
R AR ENDED EM 31
SPANISH VALLEY GRAND COUNTY
GRAND WATER GRAND COUNTY WATER & SEWER SPECIAL SERVICE
AND SEWER WATER CONSERVANCY IMPROVEMENT WATER DISTRICT -
SERVICE AGENCY  DISTRICT - AUDITAND  DISTRICT - AUDIT AND AUDIT AND
AUDIT TOTALS ALLOCATED TOTALS ALLOCATED TOTALS ALLOCATED TOTALS
DECEMBER 31, 2005 DECEMBER 31, 2005 DECEMBER 31, 2005 DECEMBER 31, 2005
$ 86253 § 43,194 § 157,837
7.147 9,554 11,890
$ s 93400 § 52748  § 169,727
$ 426981 § 124,189  § 302,792
452,078 ‘ 452,078
272,380 272,380
26,673 526 26,147
107,831 107,831
$ 1285943 § 232546 § 1053397 $
$ 1285043 325946  § 1,106,145  § 169,727
s 30 S 24
108,921 254087 § 109,228
53,787 69,976 51,127
$ $ 162,738  § 324087 § 160,355
$ 297061 $ 36377 $ 260,684
3,806 3,806
124214 124214
32,893 32,893
292,283 78,165 214,118
74 74
7,046 705 6,341
8,182 818 7.364
$ 765,559  $ 152,764  § 612,795 S
$ 765559 § 315502 § 936,882 $ 160,355
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Excess of all revenues over
(under) all expenditures/expenses

Non-operating Revenues (Expenses)

(Agency amounts allocated to Districts)
Interest expense
Connection fees
Transfer to Water & Sewer Agency
Transfer to Water Conservancy District
Transfer to Spanish Valley W & S

Total non-operating revenues (expcnses)
Net inéome/(loss)

Allocation of Grand Water & Sewer
Service Agency net income (loss) *

- Net income/(loss) current year

* Calculation of aliocated Net income/(loss)
of Grand Water & Sewer Service Agency

Total operating revenues

. Total operating expenses

Net opémting income/(loss)
Non-operating revenues/(expenses)

Interest expense

Connection Fees

Transfer from/(to)

Total non-operating revenues/(expenses)

Net income/(loss)

GRAND COUNTY WATER CONSERVANCY DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND
ADMINISTRATION COSTS FOR ALL DISTRICTS
RECORDED IN THE GRAND WATER AND SEWER SERVICE AGENCY

F EYE

GRAND WATER
AND SEWER
SERVICE AGENCY
TOTALS
DECEMBER 31, 2005

ND EMBER 31, 2005

GRAND COUNTY
WATER CONSERVANCY
DISTRICT
TOTALS

DECEMBER 31, 2005

SPANISH VALLEY
WATER & SEWER
IMPROVEMENT
DISTRICT
TOTALS
DECEMBER 3], 2005

SCHEDULE 2
(Continued)

GRAND COUNTY

SPECIAL SERVICE

WATER DISTRICT
TOTALS

DECEMBER 31, 2005

$ 520384 § 10,444 169263 §$ 9372
$ (182) (182)
62,889 62,889
10960 $ (10,960) $ (10.960)
(75,000) 75,000
(319.271) 319,271
$ (320604) § 64,040 381978 § {10,960)
$ 199,780  § 74,484 551241 § (1,588)
$ 199,780 15,742 184,038
$ s 90,226 735279 . § (1,588)
$ 232,546 1,053,397
1152,764) (612,795)
$ 79,782 440,602
(182)
62,889
$ {64.040) (319271)
$ (64,040) (256,564)
$ 15,742 184,038
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Conservancy District, Spanish Valley Water & Sewer Improvement District and Grand County Special Service Water District.
Financial information does not necessarily reflect the revenues and expenditures/expenses reported in their individual reports.
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SMUIN, RICH & MARSING

CERTIFIED PUBLIC ACCOUNTANTS

‘ 294 East 100 South ‘
CRAIG G.SMUIN, C.PA.. Price, Utah 84501 mmnumx%zﬁnelﬁgsmuc ACCOUNTANTS
A. KIAT RICH, C.PA. Phone (435) 637-1203 * FAX (435) 637-8708 UTAM ASSOIATION OF GERTIFED PUBLC ACCOUNTANTS

GREG MARSING, C.PA.
DOUGLAS RASMUSSEN, C.P.A.

Board of Directors
Grand County Water Conservancy District
Moab, Utah 84532

RE: Report on Compliance and Other Matters and on
Internal Control Over Financial Reporting Based
on an Audit of Financial Statements Performed in
Accordance with Government Auditing
Standards

We have audited the financial statements of Grand County Water Conservancy District, as of and
for the year ended December 31, 2005, and have issued our report thereon dated May 12, 2006. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

-Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial

reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the

~ financial statements and not to provide an opinion on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in which

. the design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider to be material weaknesses.
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This report is intended solely for the information and use of the operating committee, management,
others within the organization, board of directors, federal awarding agencies and pass-through entities and is
not intended to be and should not be used by anyone other than these specified parties.

SMUIN, RICH & MARSING

" Price, Utah

May 12, 2006
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" SMUIN, RICH & MARSING

CERTIFIED PUBLIC ACCOUNTANTS

294 East 100 South
CRAIG Q.SMUIN, C.PA. Price, Utah 84501 MEMBERS
R. KIRT RICH, C.PA. Phone (435) 637-1203 * FAX (435) 637-8708 UTAM ASSOCIATION OF GERTIFED PUBLIC AGCOUNTATS

GREG MARSING, C.PA.
DOUGLAS RASMUSSEN, C.PA.

Board of Directors
Grand County Water Conservancy District
.Moab, Utah 84532

RE: Report on Legal Compliance with
Applicable Utah State Laws
and Regulations

. Ladies/Gentlemen:

We have audited the accompanying financial statements of the governmental activities of Grand
- County Water Conservancy District, for the year ended December 31, 2005, and have issued our report
thereon dated May 12, 2006. Our audit included testwork on the District's compliance with those general
compliance requirements identified in the State of Utah Legal Compliance Audit Guide, including:

Public Debt Truth in Taxation &

Cash Management Property Tax Limitations
Purchasing Requirements Special Districts

Budgetary Compliance Other Compliance Requirements

The District did not receive any major or nonmajor State grants during the year ended December 31,
2005.

The management of Grand County Water Conservancy District is responsible for the District's
compliance with all compliance requirements identified above. Our responsibility is to express an opinion
on compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether material noncompliance with the requirements referred to above occurred. An audit includes
examining, on a test basis, evidence about the District's compliance with those requirements. We believe
that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with the requirements
referred to above. '
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In our opinion, Grand County Water Conservancy District complied, in all material respects, with
the general compliance requirements identified above for the year ended December 31, 2005.

SMUIN, RICH & MARSING

Price, Utah

May 12, 2006
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